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EXPTANATION OF A.B. 2k9 (Suspension of
Alienation)

This is a bill) recommended by the California Law Revision Cormissicn.
The purpose of the bill is to simplify the California law relating to the
creation of future interests in property.

It has long been the policy of our law to preserve the saleability cof
property and to limit the power of an cwner of property to tie it up &8s to
future generations., In England and most of the United States this control is
achieved through a law known as the Rule Agsinst Perpetuities which provides
that an interest in property must come into existence within lives in being et
the time of transaction creating the interest plus 21 years. In Californie,
however, control of future interests was _a.chieved prior to 1951 through certain
sections of the Civil Code creating a law known ss the Rule Against Suspension
of the Absolute Power of Alienation. |

In 1951 the legislature enacted the Rule Against Perpetuities in
California. This Rule and other constitutional and stq.tutory proviesions in
our law make the Rule Against Suspeﬁsion of the Absolute Power of Alienation
superflucus and unnecessary. In order to simplify the law of future interests
in this State, which at best is highly technical and complex, A.B. 249 repesls
the Rule Suspending the Absolute Power of Alienaticn. It also repeals three
cther Civil Code sections which make invelid interests which would be good
under the Rule Against Perpetuities.

The effect of the bill is to establish the Rule Against Perpetuities
a8 the basic method of controlling future interests in Californie, as it is
in most other States. It thus accomplishes a desirshle simplification of this

part of our law,




When this bill wes considered by the Senate at an earlier time, a
question was raised concerning its effect on the duration of trusts. The
Suspension Rule, which the bill repeals, mekes vold any interest under a
trust which will lsst longer than lives in being plus 21 years. The bill
would not meke such interests void but would permit the beneficlaries under
the trust to terminate the trust and take the property free of the trust after
the period of lives in being plus 21 years. This would conform owr law in
this respect to the law of other states having the Rule Against Perpetuities
and to the views of text writers apnd other authorities who have given iong
years of study to this subject. The present Suspension rule, which is more
restrictive than the statute reccmmended by the Commission, pute Californie
at & disadvantage as a State in which to create {trusts.

As long as the beneficiaries of a trust can terminate it efter the
periocd of lives in being plus 21 years, the property caanct be effectively tied
up by the persopn cresting the trust for s longer periocd. If the trust does last
longer, it is by the decision of the living persons affected that it shall do
so. Moreover, the Rule Against Perpetuities itself affords substantial
protection against tying up property in trust by requiring that all beneficial
interests under a trust vest within the period of lives in being plus 21 years.

Thus, while the bill does relax the restrictions on duration of trusts
to scme extent, it does not do s0 to a degree which is either substantial or
undesirable. And by bringing our law intc conformity with the law of other
states in this regard, it puts California on a parity with those states as &

Jurisdiction in which to create trusts,




